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1. In the susaser and fell of 1949# the Finance Division request^ ■hades-'* 
etry action to obtain an ineresaed T/G to provide for anticipated additional 
requirements of service to Q@0 and QP65, these requests ware entforged by the 
Budget Officer, However, action was deloyed during m Agency reergenl sails® 
and until see officials, admi ri ctra lively responsible for the Finance Division, 
could review the status and requirements of the Division. Israelis ?ely after 
activation of the Special Support Staff, the Chief of that Staff ale© endorsed 
our request for additional personnel and urged that a {Ransfsaiest Survey be 
expedited. In February 1950 the Bhnagenesi Staff began a eenprehenaive survey 
for the purpose of improving operations and procedures, and to dstees&ne If 
additional persorrsl were required. Improved procedures were reeoeasesded and 
placed Into effect wherever savings in tine and personnel were involved. Other 
iv.prover.euts, requiring additional tine or pereosmel have been effected as per* 
fitted by expanded facilities. 


2* Among the ohservatlees and conclusions of the Survey Heport arc the 
statensnts quote* below* 

*2. Findings 

"a. The Finance Division was first established In the Office of 
Special Operations as the Special Ftaads Branch, later transferred to 
Budget and Fiscal Office as the Confidential Fund# Branch in January 
1949. Sore recently it was transferred to the Special Support Staff 
m the Finance Division. Hany of tee present difficulties and d«fi* 
eieaei#* can be attributed to the changes i® concept of operations 
that occurred during tee foregoing reorganisations . 

*b. ibdle operating ms t be Special Funds Branch, Office of Special 
Operations, the processing of financial teansactisne me accomplished 
with a adafaua review which determined that a transaction had been 
directed, ms properly approved, and the mgemm appeared to be rea- 
sonable. Later the Division me transferred to the jurisdiction of 
the Budget and Finance Office with the function of Mmintstering all 
Agency confidential funds under an entirely mm concept and under 
mmh norm detailed regulations without any increase 1© personnel, 

*©« Operating under tea mm concept of operatic®# and am strin- 
gent regulations it eooa became apparent that new erfeistsRMoiial trniie 
aM procedures mrm required t© perfers detailed audita and render 
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taagr policies end regulations, 
one, Cosptrollrr feneralta 




sections or por«OBR«I who previously performed mm% ditties bat merely 
reflected tfee inereesed ti»e retired to process accounts in accord «* 

' t 


dein#; every thing possible within their present personnel strength 
to provide service to covert offices st the expense of lowering 
their standards of performance 1 b carry lag out their functions of 
audit sad accounting.* 


«fe. The Finance Division ha® continued to review their opera 
tion* toward iiftprovessnta, may of the defici#B©i«» existing are 
known and have been Isom to the supervisors for eome tine, taeJ? 


tr.e uiviaios arc tne pxosary reasons 
not been implemented.* 


Finance Division will be able to function as a smooth 


t 


to the Unit that they (the operations officers} mm it persi ssarle 
within tie security aspects of the project or account . On. the other 
hand, the control and regulations governing the nee of confidential 
funds ere beetrlng sore- stringent end is. rrester detail. S©*ss#oB#nfc 
ly the csployces of the Fins nee Division, 


‘ r»^uT 4 u.nlm »k*si..iSV*«l.*l 


V/^k« ts~% : ri 


prior to processing and certifying expenditures. 

"The above situation will result in operations protesiing they 
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operations is being jeopardised by this demand for information and 
documentation, As opposed to the foregoing, the Finance Division 
and the Agency itself without a good business syst m of control and 
accounting of funds are vulnerable to criticism and exceptl one since 
the avenue is widened for incorrect overpayments, possible col- 
lusion and fraud, 

%, The Fine nee Division is understaffed to provide the service 
and to perform the basic functions which they are presently respon- 
sible for, 

*«, The Chief and Assist nt Chief are required to devote nor© 
and more of their time in assisting the covert offices in the plan- 
ning of operations with little tine available for the internal plan- 
ning and supervision of their own office. * 


3. On 15 Hay 1950, a f/0 increase of approximately 40$ was approved. 
Immediate action w«s taken to expedite the recruitment and training of the 
newly authorised personnel. In fact, much preliminary action had been taken 
in anticipation of approval, based upon unquestionable needs. 

4. Shortly efter approval of the increased t/Q the Chief, Special 
Support Staff, requested, a report setting forth* 

(a) Action which had been taken by the Finance Division toward 
implementation of revised procedures and recruitment of 
personnel. 

(b) A factual statement of the then currant status of the Finance 
Division with respect to workload and ability to meet require- 
ments during the period of recruitment and training of addi- 
tional personnel. 

(c) A statement describing further action, if needed, which might 
expedite improvement. 

This report was submitted by tbs undersigned as Acting Chief of the Finance 
Division in a memorandum dated 30 June 1950, Its© (a) above me disposed of 
by statements of fact no longer pertinent. Item (e) was answered on the basis 
that all action which could materially help had bean initiated (recruitment 
and training of personnel and revision of procedures) therefore, "Our prob- 
lems ere not isBurmeuntabla nor in fact particularly difficult. It is simply 
a natter of volume much of which, for security reasons, is not permissible of 
handling Is an orderly routine manner.*’ The answer to item (b) ms intended 
to be a confidential report fear the private inf onset ion of responsible offi- 
cials. However, it is now deemed appropriate to sake this inferaation a. 
matter of record. Several paragraphs of the report dated 30 June 1950 relate 
to the subject but it is believed the following Quotation will adequately sum- 
marise the entire content* 


Approved For Release 2002/02/11/ CIA-RDP78-05252A000300020026-6 



Approved For Release 2002/02/1 


P78-05252A000300020026-6 


“A * 

8 * * * Xt is apparent to aa (a view shared by the Management Staff) 
that tbs functions of the finance Division at the volvase level of March 
1^50, are impossible of proper performance without the services of all 
personnel authorized on our new T/0, plus a field employee pool to pro- 
vide for heme leave, illnesses, etc., of finance employees serving 
abroad. 

w 4« We are now faced with an alternative of performing all jobs 
in a satisfactory manner in the greatest volune possible under the 
circumstances or further reducing an already unsatisfactory st andar d 
of performance and service. The first alternative would requirt? the 
processing of accounts and other work on a first-in, first-out basis 
or on a selective basis, attempting to care for the most urgent cases 
first. The second alternative is, of course, undesirable as? should 
b« resorted to only if no other means is available. We believe it 
may bs necessary to combine the- selective work procedure with a fur- 
ther reduction in the standard of performance for a short period un- 
til additional personnel enter on duty. By reducing sta nd ards of 
performance do rust intend to abandon governing regulations and 
policies but rather we my have to forego the normal processing of 
accounts thereby taking the obvious risk of a higher percentage of 
error and subsequent audit exceptions. Our present staff, especially 
the Certifying Officers, are most reluctant to sacrifice accuracy in 
performance since the result may be construed as incompetency on their 
part at a later date, when errors are detected and audit exceptions 
taken. Unfortunately, since the errors will not be detected until a 
later date, it would be more difficult far officials to understand the 
reasons for the apparent lack of satisfactory performance. 


25X1 C 


5. the above statement resulted In numerous conferences of appropriate 
omciais and direction by the Chief, Special Support Staff, that the Employees 
Division would give priority attention to the recruitment of additional per®- 
sonnel. This was done and the splendid cooperation and aceraspliahiisents of 
the Employees Division in this regard are hereby acknowledged, through this 
effort we have filled all vacancies, replaced losses (with the exception of 
vacancies created, by transfers to other' office® aa a matter of Agency priori- 
ty), and at the same tins have approximately tripled the number of trained 
finance employees at field stations. 
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6. The question of handling only the work which could be done in a 
completely satisfactory manner, leaving a baeklor: pending improved condi- 
tions, or of accepting all business (such of which Is considered priority) 
within acceptable standards of propriety bat at the obvious expense of addi- 
tional error and quality of records was settled without hesitation is favor 
of the letter alternative. This necessitated direct requests to sary Certi- 
fying Officers# Auditor®, Accountants and Clerk# to forego much of the- normal 
procedure in processing accounts • There was natural reluctance on the part 
of swtsy of our employees to do this since it was feared the result might b« 

a ref lection on the competency ©f the individuals concerned. These employees 
were assured full support and all possible protection against later mtnunier- 
s tending, and that there was no alternative# The outbreak of the Korean war 
at about this time greatly emphasised the need for this course of action, 
since* with it, came many new priority demands and Increased business, especi- 
ally in connection with OPC activities, 

7, The fact that a high standard of propriety was maintained during 
this period is clearly established by the Auditor's report recently Issued, 

The fact that anticipated errors and difficulties in accounting materialised 
Is also borne out by that report. In this connection we wish to note that 
while the Audit Report establishes the above facts to December 1950, there 
are unquestionably other errors, to a degree higher than normal, not yet dis- 
covered which asst be brought to light, at a much later date* although the 
basic deficiencies have to a greet extent been corrected, (for scat purposes 
the Audit Report wag concluded as at 30 June 1949.) We believe the procedure 
is proper and all errors and deficiencies during a period of audit should be 
set forth regardless of intervening corrective action. This appears especi- 
ally true in connection with the administration of Confidential Funds, Under 
the circumstances. It would not appear proper for the Auditor to minimize dis- 
crepancies baaed upon subsequent correction®, lor would it appear to be the 
Auditor's role to rationalize. Justify, or explain conditions regarding the 
personnel under which work during the audit period wre performed, ie believe 
that simply stating the facts will, in the long run, result in better under- 
standing of the problems with earlier and nor® enduring corrective action. 


8. As noted above, basic corrective action has been initiated, much of 
which has been accomplished, A request for additional personnel to provide 
for current needs has *'■*» ad ate been submitted. Our greatest problems at 
this time era space and training for the additional personnel. The training 
program is progressing satisfactorily bat there appears to he no immediate 
solution to the problem of space. Regardless of the optlnletie outlook at 
this tima, these two facts should be borne in wind* 

(a) The operational business of the Agency is increasing at a 

rapid rate and under conditions which, in view of the restric- 
tions on space, and time required to secure additional person- 
nel, place abnormal burdens on all administrative services 
including finance* It appears to fee necessary to undertake 
many previously unplanned operation® regardless of available 
administrative support. ' 
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(b) flas conditions forth ia th* * «, 

"“•W Lro»l^^?tk!r« 0 f * hi ® h 

2S^£3£- ( r=?» iS 2 ^ WSS r^. 

With fss^Mt to the BMiti«i « _ „ „ , , 

we btUwi the Deputy Coi^tSl^ S"S » operations, 

^srsaSSSSS sr^WK 
^wssMSsr 1 ^ 

£^«£f£2J5i* th ? " Ma “ aw*. 

to the ©an* enumerated probhm&m satisfactory solutions 

provwent to date sarraSs rSJ^S^Sf^L^? 1 ** ths «•**»« ia- 
«r# during the past year, nSTt^+Sf* ** efforts of amny of our employ-. 

SS**}-* 1 ' K,1 “> 1 '* -S» wJSE yJgty****" «»3g 
"r w sxl, *■• ■“» i-uvi.iaSrt.ir^fSni to u »,^* 

f mve ! *w*«4 a volume of work, over ? “° r ® tl38a «» Job 

J ® «“••• «** that which could no£JaS of «»«, greatly 

war© not peculiar to the Unmi^SviJioB JSte**?™ E f w?v ® r » »o« fe condition# 

precis ted, «arr fl nt no specioloiaSS? ?c^ It i^L J*!!' a0d ' whil * »F- 

*5? oocomflishejeats of aa ny individual.,,!!?’ Xt ? * mt th& ** efforts bat 
this memorandum. fh« * 0 * aK? ® r ccodltloiae which i ns 

* 5 ^ -* •^JS^’SSSSL -*•• « “ F 

rwjuMtod to win „Swl ™!? g * r - *»»"?« "«* «» MploiMS *0 w» 

jf c f , f tlon3 ftnf? requirement# but superior na’^th^ 08 ^' f^**®*? **• 

forth ar»t superior tastier tho adverse condition* sot 
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